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A
. 6‘06\
% 4 Y
(/ %\
In the Matter of ) q’%& 2 p O
) L a2
Federal-State Boardon )  CC Docket No. 9645 X
Universal Sexvice ) 7,
- . L3 '
mme or Cirification of 4

Alaska Telephone Association

The Alaska Telephone Association (ATA), a trade association representing 22 local exchange
carriers in the State of Alaska, respectfully petitions the Federal Communications
Commission (FCC) to reconsider and clarify aspects of its Report and Ovder!, released May
8, 1997.

L Interstate funding at 25 percent

The Report and Order proposes to fund high cost support mechanisms through a 25 percent
interstate contribution to “the difference between the cost of service defined by the applicable
forward-looking economic cost method less the national benchmark™ The
Telecommunications Act of 1996 clearly intended that universal service is a national policy
and is to be funded by federal support mechanisms® Further, the Act specifically requires

4

1CC Docket No. 9645, Report and QOrder, FCC 97-157 (May 8, 1997).

Report and Order, para. 833

’See Telecommunications Act of 1996, §254(a)(1) which says in part, “including the
definition of the services that arc supported by Federal [emphasis added] universal service
support mechanisms. *

>
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that such support shall be sufficient’. Unquestionably, 25 percent of the requisite amount is
insufficient!

The proposal constitutes a major reduction in universal service funding from the interstate
jurisdiction which currently pays 100 percent of the loop costs in excess of 150 percent of
the national average. A major portion of the revenue requirement is thus shifted to the
intrastate jurisdiction. Rural states, with lower population and therefore smaller market
bases, will be most cffected. In Alaska, between 30 and 40 million dollars will be shifted to
the intrastate jurisdiction. Requiring the State to fund an intrastate universal service fund of
30 to 40 million dollars will require a surcharge of between 8 and 10 dollars per month for
every access line in the State. For at least 50 percent of the residential lines this will amount
to a 100 percent local rate increase.

A plain reading of §254 is that the universal service fund (USF) will finance the cost of the
new definition of universal service. The States are only required to fund an intrastate USF
when the State imposes additional definitions and standards’. The effect of the failure of the
interstate jurisdiction to fully fund universal service support will precipitate the failure of the
policy of universal service by shifting such significant costs to the individual ratepayer in
high cost areas that rates will not be affordable®. The impact of this cost shift (shortfall) on
a number of Alaska companies is presented in Attachment A of this Petition.

IL. Limiting the amount of general and administrative overhead costs

The FCC has impaired the ability of incumbent local exchange carriers (LECs) to recover
their full cost of operation by limiting a single class of expenses that may be included in
universal service funding. Concerned with increasing expenses related to administration,
planning and regulatory affairs, the FCC mistakenly concludes that these expenses have little
to do with fostexing universal service and attempts to cap them based on an average, per line
formula. By1tsacuontheFCszﬂstoanowmcﬁﬂlmeovayofcostsmlmdmdevdopmg

forward looking cost studies, pricing unbundled clements, justifying rural exemptions,
planning for competition, and filing local rate cases which flow from the agency’s orders.

‘See Telecommunications Act of 1996, §254(e) which says in part, *Any such support
should be explicit and sufficient to achieve the purposes of this section.”

Sibid §254(f).
‘ibid, §254(b)(1) "Quality services should be available at just, reasonable, and affordable
rates.”
Alnskn Talaphoue Assscintion

July 17, 1997
Page 2 0F 4
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Although the FCC attemnpts to adjust its cap to recognize the impact on small carriers, a
GVNW study indicates that only the relatively smaller carriers will experience USF
reductions under the FCC’s plan’. The clear intent of Congress to limit the burden on
small, rural carriers and their customers is overlooked. Necessary costs, which are not
recovered due to the FCC’s cap, are shifted to local subscribers causing rates to rise to
unaffordable levels.

III. Coxtinved indexed cap on the size of Universal Service Fund

The indexed cap on the size of the fund undermines the principles of universal service. It
assumes that loop growth and changes in cost characteristics will be uniform throughout the
whole country. It fails to take into account the diversity of the serving arcas, differing
regional growth rates, disparate cost of living indexes, and the occurrence of natural disasters
of the country like floods in the Midwest, huxricanes along the gulf coast and earthquakes in
Alaska and California that will impact the need for these funds. The only companies being
kept whole are the ones that have cost and access line growth perfectly matched. It applies a
proxy by substituting access line growth for actual cost. It ignores the fact that the cap was
reached in the first quarter of 1997. It also creates an implicit subsidy for high cost support
among the members of the pool. It is contrary to §254(e) of the Act and it will inhibit
investment in infrastructure and local rate increases.

IV. Portable USF

Portable USF cannot be implemented without driving up the costs to the incumbent’s
remaining subscribers. A competing carrier that enters an incumbent’s serving area can take
the universal service funding, which is based on the incumbent’s cost, for every customer it
(the competitor) captures. It denies an incumbent the ability to recover costs incurred in
fulfilling a regulatory mandate (carrier of last resort); a takings issue. The costs cannot be
specific for one carrier if they are based on another carrier’s actual costs. The revenues
cannot be sufficient if it is a 2ex0 sum game with multiple eligible carriers. This practice
violates the Fifth Amendment of the Constitution and §254(b)(5) and §254(c) of the Act. Its
effect is to create a competitive disadvantage and deficient revenues for incumbent LECs, set
the stage for a potential default of billions of dollars in govemment loans, increase local
rates, and jeopardize the continued provision of universal service.

'"GVNW Inc., Petition for Reconsideration, CC 96-45, Exhibit C.

Adskn Tolephous Amocistion
Suly 17. 1907

Page3 of 4
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V. Dial Equipment Minutes (DEM) and Long Term Support (LTS) transferred to the
USF pool

Costs recovered through the USF are incurred by the Local Exchange Carrier (LEC) 24
months prior to receiving revenuc from the fund. DEM and LTS recovered through Access
Charges are on a current basis. Under the new USF, a LEC that makes an investment in
switching upgrades cannot get cost recovery for two years. This was done without regard
for the size and scope of small companies, therefore there is no transition plan to cope with
revenue short falls. There is no correlation between access line growth and DEM.
Additionally, unless the indexed cap on USF is reinitialized for the increased costs of DEM
and LTS, the fund will be inadequate. This is a violation of §254(b)(5) and §254(e) of the
Act and its effect will be to inhibit investment in switching upgrades and create significant
interim local rate increases.

VI. Time Limit for State to Develop a Cost Characteristic Model

The Order requires a state to accept the FCC’s model or declare by August 15, 1997 that it
will develop a forward-looking cost study for use in setting federal support for nonrural
companies. The ATA supports the position Alaska Public Utilities Commission on this
issve.* The FCC should not limit the time for a state to develop a model.

The Alaska Telephone Association respectfully requests reconsideration or clarification of the
Report and Order as discussed in this Petition.

Respectfully submitted this 17th day of July 1997.

Rowe
Executive Director
Alaska Telephone Association
4341 B Street, Suite 304
Anchorage, AK 99503
907/563-4000 FAX 907/562-3776

*Petition for Reconsideration and Request for Clarification of the Alaska Public Utilities
Commission, CC Docket No. 9645, p.2, 1.19 (uly 15, 1997).

Alaska Tolophanc Assecision

CC Docket Na. 96-45, Pshine for Recossidustion
Saly 17, 1997
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ARCTIC
Estimated impact
Forward Looking USF Procedures
opsat Secfion
1. Compeny Name ARCTIC
2. NECA Study Ares Code 6130m
3. Total Unesperaiad Revenue Requiement 3866428
4. Totalloops - 2219
5. Businees Loaops 1478
6. Residence Loops 588
7. Qurrent Universal Service Revenyes 745,797
8. Cumment DEM Weighting Support 755487
8. Cusrant Long Term Support 8378
Noow Support Compatation
Business Line Support
1. Ascusal Cost Per Loop 1.2
2. Business Benchmark ($61 per Month) 27 4
3. Suppart per Loop 1.080
4. Busmess Loops 1478
6. Totat Suppariad Needed For Business Loops 1504313
8. interstate Portion (25%) pe.578
Reuidence Line Suppost
7. Anual Cost Per Loop 1882
8. Residence Benchmark ($31 per Month) 72
9. Support par Loop ' 1320
10. Residencs Loops 588
11. Totsl Supporied Needed For Residence Loops 776,253
12 Intorstate Portion (25%) 194,063
13. Imteratate support from new approach 502,662
14, Uaiversal Sarvice Revernuas . Ta8.797
15. DEM Waighling Support 755487
16. Long Term Support 28378
17. Total Cxnvent Support . 1,737 82
18. Total Cusrent Support 1.737 862
19. Intorstale support from now approach 502 842
20. Diterence 1.145@
613001 WK4 . Petition for Recoasidesation, CC Docket No. 9645
Alnska Telophone Associstion

Attachment A
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"Bristol Bay
Estimated Impact
Forward Looking USF Procedures
Inpat Section .
1. Companyy Name Ovietol Day
2. NECA Study Arca Code 613003
3. Total Unseperated Revenue Requiremant 23534,323
4. Total Loops : 1974
5. Buminess Loops
6. Residence Loops 200
7. Current Universal Swrvice Revenues 200454
8. Curvent DEM Whaighting Support , ) .28 _ ..
Busé Line 8 ¢ o
1. Anwnal Cout Per i 00p 11838 -
2. Busiwess Bunchmark (351 per Month) - 812
2. &qlponpul.ow g;
5 mewmmw 540,425
6. interstate Portion (25%) 137,366
Residence Line Support
7. Anmsal Caost Per Loop 1,183
8 Rasidence Benchmark ($31 per Month) 372
9. Support per Loop e
10. Resigence Loops " 888
1" Tﬁ&wwmww 728870
12. intersiate Porion (25%) 182,168
Crrent Sapgort _
14. Universst Service Revenues “ 208404
1S. DEM Weighting Support 203,842
16. Long Term Support 189.361
7. Total Curvent Support TS
wm s
18. Total Cument Support TIOBeT
19. intarstate support from new approach 319524
20. Difference 400,123

weons T

PAGE a/19
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Estimated impact
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Forward Looking USF Procedures

1. Company Name

2. NECA Study Arvma Code

3. Total Unsepasated Reverue Requirement
4. Total Loops .

5. Gusinass Loaps

Loaps
7. Curent Universal Sesvice Revenues

8. Cussert DEM Weighting Support
. Cument Long Tesm Support

New Support Compuatafion
Business Line Support
1. Annual Cost Per Loop
2. Buginess Banchmask ($51 per Month)
3- me

5. T“MWF«WW

6. intacstate Portion (25%)

7. Aol Cost Par Loop
8. Residence Banchmark (331 per Month)

9. Suppost per Loop
10. Rasidence

14. Total Supporiad Needed For Residence Loops

12. interstate Postion (25%)

13. Wniarstats support from new approach
Cinrent Support

14. Universal Service Revenues

15. DEM Waighting Suppost

16. Long Term Support

17. Total Cosvrent Support

Compatison of Supgort Mechanisms

18. Total Curvent Support
19. intesstate support fram new approach

20. Difference

| :
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Petition for Reconsideration, CC Docket No. 96-45
Alsska Talaphous Astooition

Attachenet A
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COPPER VALLEY
Estimated Impact
Forward Looking USF Procedures
1. CompanyName = =~ COPPER VALLEY
2. NECA Study Area Code 613008
3. Total Unseparated Revenue Requirement 7AZT 958
4. Towl Loops : §5%3
§. Business Loops 2408
6. Residence Loops 2812
7. Curent Universal Servics Revenues ' 1,201,146
8. Cument DEM Weighting Support N ... . Tmsaq
Naw Support Computation .
Saswmass Line Support
1. Aanual Cost Per Loop 142
2. Business Benchmark (351 par Month) ... 61z .
3. Suppart par Loop 7%
4. Business Loops 2405
5. Tatal Supported Neaded For Business Loops 1,801,371
6. Interstale Portion (25%) 450,343
'7. Aswuml Cost Per Loop 1342
& Residence Banchmark ($31 per Month) 1y 3
9. Support per Loop ' . 910
10. Residence Loops ~ 2012
11. Tuwwmmm 2,534,901
12. infarstale Portion (25%) : mm
14. Universal Smvice Revenues . 1,201,346
15. DEM Waighting Support 708.541
16. Long Tenn Support 758.063
17. Total Cusrent Support _ 2.745.740
18. Totsl Current Support 2,745,740
19. Interstate support from new approach 1,004 068
MASTER WK4

Pethion for Reconsideration, CC Docket No. 96-45
Alasin Tolophono Assovintion
Antachment A
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GVNW 0822497
CORDOVA
Estimated Iimpact
Forward Looking USF Procedures
1. Company Name CORDOVA
2. NECA Study Area Code 613007
3 Tﬂmmw 1,850,383
4. Totsl Loope 2058
5. Business Loops 804
6. Residence Loops 1057
7. Cixvont Univaraal Service Reverues 208,158
8. Curvent DEM Weighting Support 72220
9. Current | ong Term-Support : .o ~ 129.768
New Sippart Computafion
1. Annuel Cost Per Loop e
2. Business Benchrmark (351 per Month) 612
3- Suw'wl-mp ..... a7
Business Loops 8ne
a Total Supported Nesded For Busingss Loops 084
6. interstate Portion (25%) S7.709
Residence Line Support
7. Anowsal Cost Per Loop 008
8 Residence Bencherark ($31 per Month) 2
9. SumtwLooo R~/ 4
10. Residence Loops . 1087
11. Tuamuwmmm 567158
12. Interatada Portion (25%) 130,288
Ciyvant Suppost : ' S
14. Universel Sesvice Revenmes - 208,158
15. DEM Weighting Support 22220
16. Long Tesm Support 128,758
17. Total Cimvent Support . 610,144
18. Total Current Support 610,144
19. intacatate support fom now approach 198.907
20. Difference 413,147
MASTER Petition for Reconsideration, CC Docket No. 9643
: e Alsska Telaphone Asyociation

Amachmest A
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INTERIOR
Estimated impact
Forward Looking USF Procedures
input Seation '
1. Company Neme INTERIOR
2. NECA Study Avea Cade 613011
3 Total Unesparated Revenue Requsement 8252765
4. Total Loops ' 4297
5. Business Loops 2172
6. Residenca Loops 2,009
7. Curvent Universal Secvice Revenuos 1.001.978
& Curvent DEM Weighting Support , e ol
9. Curent Long Term Support e e ., TOR088
Business Line Support '
1. Annuat Cost Per Loop ' 1821 -
2. Business Benchmark ($61 per Month) . 612
3. Support per Loop 1300
4. Business Loops ) 2172
§. Total Supported Needed For Business Loope 2502252
6. Interstate Portion (25%) 710.583
7. Annual Cost Per Loop 1921
8. Residence Benchmark ($31 per Month) R
9. Support per Loop T 1,648
10. Residance Loops - 2,008
11. Tatal Supporiad Nesdad For Residence Loops 3111113
12. interstale Portion (25%) ‘mm
13, Intarstate support from new approach ' 1,488,341
14. Universal Sarvice Revenues : . 1m
18. DEM Whighting Support 905,974
16. Long Tesm Support 708,958
17. Yotal Ciurent Support _ 2.7‘?.@
18. Total Current Support 2.797.920
19. inlerstate support from new approach 1.488.341
20. Difflevenice 1.3@.5'9
Pethion for Reconsideration, CC Docket No. 96-45

PAGE 12719

Alaska Telcphons Association
ARachmexe A
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Loops
5. Total Supporied Needad For Businass Loops
6. imnrstade Partion (259%)

Residance Lioe Support

7. Anowssl Cost Per Loop

8. Rmsidance Benclwnark ($31 per Month)

S. Sappoet par Loop

10. Residance Loops

" rouwwmmm
12 Inlerstate Portion (25%) -

13. intarstate support from new approach

Cavent Support

14. Universal Sarvice Revenues
15. DEM Weighting Support *
16. Long Term Support

17. Total Ciwrent Suppost

18. Total Curvent Support
19. Inerstate support from new approach

20. Diffesence

PAGE 13718
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1.583.132

1,132,143

" Petiion for Racousideration, CC Dockzt No. 96-45
Alasina Telephone Associstion

Aachonet A
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MUKLUK
Estimated Impact
nput Section
1. Name MUILUK
2. NECA Study Area Code 613016
3. Total Unseparated Revenue Requirement 22823
4. Total Loops - 1,040
5. Susiness Loops 97
6. Residence a0
7. Cizrent Univaraal Service Rovenuss 92,175
8. Cumrent DEM Weighting Support W2 .
9. Current Long Term Support SRR /- %
New Suppsst Computation
Businesy Line Support
1. Annual Cost Per Loop 2,196
2. Business Benchmark (351 per Month) - 812
3. Support per Loop ' 1.583
4. Business Loops 437
5. Total Supporiad Needad For Busivess Loops 001,600
8. intaretade Portion (25%) 172,900
7. Anmsal Cost Per Loop 1956
8. Residence Banchmark ($31 per Monith) k 174
9. Suppost per Loop : A28
10. Residence Loops . 08
11. Total Supposted Needod For Residence Loops 1,000,053
12 interstate Portion (25%) Z74 758
Curvant Sugport | '
14. Universal Service Revenues 502,178
15. DEM Waighing Support 285,302
16. Long Term Support 238,568
17. Total Current Support | 1.023845
C se0n of Sunnort Machamiams .
18 Total Current Support 1023845
19. Interstale support from new approach 447 558
MASTER W4 Alasks Telephomo Association
Attachment A
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GVNW 024797
NUSHAGAK
Estimated Impact
Forward Looking USF Procedures
nput Saction
1. Company Nesve : NUSHAGAK
2. NECA Study Asea Code 613018
3. Total Unseparated Revenue Requirement 1.929423
4. Yotst Loops ) 2287
8. Business Loops 1.023
6. Residence Loops 1.144
7. Curent Universal Service Revenuas 318388
8 Cunnt DEM Weighting Support 166,506
8. Current Long Term Support 4 104,061
T
Susiness Line Support
1. Anrawi Cost Per Loop - - %1
2 mmm1 perM) 812
3. Suppoet per Loop 0
4. Businoss Loops 1.028
5. Total Supported Nesded For Business Loops 244,500
6. intarstate Postion (25%) 61,147 .
Rasidence Line Support
7. Aol Cost Per Loop 881
$. Residence Bencivnark ($31 per Month) , k. <~}
9. Support per Loop 479
10. Residence Loops 1,144
1. TOUWWFWWLW 548,080
12. intarstate Portion (25%) 137,020
Crvent Support

14. Universal Sarvice Revenues
15. DEM Waighing Suppost

17. Total Cusrent Suppost .

Compariacn of Support Machenisms

18. Total Curvert Support
19. Interstate support from new approach

315,386
: 160,508
16. Long Term Support 164,061
646,533
190,167
20. Difference 448.006

th&mﬂo 9645
Alaska Telephone Association

Atachment A

page 9
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Estimated Impact
Forward Looking USF Procedures
inpat Sention
» 1. Company Name otz -
2. NECA Sty Ares Code . 613019
3. Total Unsepasated Revenue Requirement 3388578
4. Totnlloops 3004
5. Business Loops 1310
6. Residence Loops 1,995
7. Carrent Universal Sarvice Revenues 165,340
8. Cusvent DEM Weighting Support ‘ 573,661
9. Current Long Term Suppart T — 207 ... .
-
Business Line Support
1. Annual Cost Per Loop 1,113 -
2. Business Banchmerk ($51 per Month) 612
'3. &mtp-ﬂmp : So1
Business Loops 1310
a Tuwmmmm : sss 485
6. Interstate Poction (25%) v 164,121
Residence Line Sspport
7. Annual Cast Per Loop 1113
8. Residence Benchmark ($31 per Month) 72
* 9. Support per Loop 741
10. Residence Loops 1.506
1. Tﬂ&mmwwm 1,182,108
12. Interstaie Portion (25%) 208.527
Cinyent Sopnest
14. Univerasi Service Revenues 165,340
15. DEM Waighting Support ) 573,901
16. Long Term Suppost 232,037
17. Total Cutrent Support 970,947
18. Total Cusrent Suppoct 0987
19. interstale support ffom new approach 458548
613019.WK4 Patition for Roconsideeation, CC Docket No. 9645
. Alssia Telephone Association

Attachment A
page 10
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Business Line Support
1. Annusl Cost Per Loop
2 Businees Benchmark ($51 per Month)
3. Support per Loop
4. Business Loops
5 Tﬂmmh&mm
6. Insarsiste Portion (25%)

Residence Line Support
7. Assnsad Cost Per Loop
8. Residence Beochmerk ($31 per Month)
9. Suppost per Loop
10. Residence Loops " ' °
11. Tou&muwmwm
12 mwm)

13. intersiate support from new approach

Carrant Spport

14. Univesal Service Ravenues
15. DEM Waighting Support
16. Long Term Support

17. Total Cuxrrent Support

Comparison of Supnart Machaniuns

18. Total Curvent Support
19. imterstate support fom new approach

20. Difference

page 11
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481,751
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G1E Alaska
USF Loop Cost '
. “atpe e R T Dl Y A o """""""W
mwﬂmmulmmmaxpm‘ .

1 Toulmmdkmzml'r% 10,609208 -

2  Divide by Total Loops IE. Msg Tel + Specisl Access 215y

3  Equsls toal cost perloop. ‘ 0L39 .

Business Lincs: \ ‘ o

4  Cost per Loop from Ln3 0L .

5 Mirus Rosiness Benchmark ($51per Mo. Est by FOC)anmukzed ($51.00°12) 61200 -

6 In4-Ln5 equals support necded per business loop ’ ~110.61 -

7  Number of business loops, Year End 1996 8060

8  Totsl support nccded for business. Lo 6°La 7 (991,517} -

© 9  Dusiness Joop support requiscment times 25%, for Intezstate Ln 8°29% @x2879) ...- — -

! 10 Coayulnop&nmh.‘i 50L¥
' 11 ~ Minus Residence Benchmark ($31 per Mo. Estby FCCanmmabized ($31.00°12) 37200
; 12 Ln 10-Ln 11 equals sapport necded per residence 12999

13  Number of residence loops, Year End 1996 . 9632

14 Toeal support needed for residence, In 12°Ln 13 1,246,284

15  Raesidence loop support recuiivement times 25%, fox Intesstate L. 14"25% 311,571

16  Total business and residence support needed, La. 9 + La 15 . 88,692

17 1996 NECA CCL Setrlement Pay In Amount 45,506

- freashbueres97.123

Pmnnbtm:&n,ccmno 9645
Alaska Telsphone Association
Altachegent A

mer 12
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SUMMIT TELEPHONE & TELEGRAPH COMPANY, INC. . -

ESTIMATED EFFECTS OF USF CAP & LOGE OF WIEGHTING yassswaps g

For the Test Year Ended December 31, 1995

Total Reversue Requirements 456,408

Total Loops 1196 . .

Total Cost Per Loop : 3,969

Support per Business Loop i
Tokel Cost Per Loop 3,969 . .
Sanchmari($51per loop per 612

Support needed for each

Rusiness Loop - 3w

Number of Business Loops , %

Business 151

25’% - Amount from inierstete Furd 37.764
mii.gsgg.ag _ = — i e -
| State USE 113,290 i
| Support for Residance Lines . u
{ Total Cost Per Loop 3,969
{ Minus Residence Benchmarn .

(531 par Loop) 372

Support nceded for each

Rusiience Loop 3897

Numbar of Residence Loops 66

otal Support needed for _ _

Residerce 37387

25% - Amount from Interstate Fund 9 347

indler 1o :
13
i &
1




